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SUBJECT: US-USSR CIVIL AVIATION TALKS 

REFS: (A) STATE 123977; (B) STATE 125830; (C) MOSCOW 
7806. 

1 . SUMMARY: SECOND ROUND OF 1976 CIV AIR TALKS CONCLUDED 
21 MAY WITH DIM PROSPECTS FOR REVENUE POOLING AGREEMENT. 
USDEL WILL TRAVEL TO MOSCOW WEEK OF 7 JUNE TO CONTINUE 
EFFORTS TO SOLVE FUNDAMENTAL IMBALANCE IN CIV AIR RELATIONS. 
END SUMMARY. 

2. INITIAL DISCUSSION ON PAN AM TICKETING PROBLEMS DURING 
RECENT ROUND OF CIV AIR TALKS WAS REPORTED REFTEL A. SOVIETS 
BEGAN DISCUSSION ON POOLING BY RENEGING ON THE PRINCIPLES 
THAT HAD BEEN ESTABLISHED DURING APRIL ROUND. THEY WANTED: 
(A) TO INCLUDE ONLY THOSE ROUTES WHICH ARE JOINTLY OPERA- 
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TED; I.E., EXCLUSION OF MOSCOW- WASHINGTON; (B) 50/50 SPLIT 
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IN POOL ONLY IF PAN AM AND AEROFLOT OPERATED EQUAL NUMBER 
OF FREQUENCIES, WITH POOL DISTRIBUTION PROPORTIONAL TO 
NUMBER OF FLIGHTS OPERATED IF FREQUENCIES WERE UNEQUAL; 

(C) REGARDING POOLING UNITS, THE FOLLOWING PERCENTAGE 
DEDUCTIONS FROM PUBLISHED FARES: FOR FIRST CLASS, PUBLISH- 
ED FARE MINUS 30 -45 PERCENT; FOR ECONOMY CLASS, 35-40 
PERCENT; FOR INCLUSIVE TOURS, ,5 PERCENT. 

3. USDEL CHAIRMAN STYLES REPLIED THAT EXCLUSION OF 
MOSCOW-WASHINGTON LEG FROM POOL WAS UNACCEPTABLE SINCE 
IT IS A PORTION OF SERVICES UNDER THE CIVIL AIR TRANSPORT 
AGREEMENT. DEDUCTIONS ON POOLING UNITS, HE SAID, WERE 
CONSIDERABLY HIGHER THAN THOSE DISCUSSED IN APRIL. AS 

TO DIVISION OF REVENUES, STYLES FIRMLY MAINTAINED THAT 
THERE MUST BE A 50/50 SPLIT, BUT SAID THAT THE US WAS 
PREPARED TO REVIEW MATTER AFTER FIRST YEAR. 

4. THROUGHOUT REST OF TALKS SAMARUKOV MAINTAINED SOVIET 
REFUSAL TO SPLIT REVENUES EVENLY, SAYING THAT USSR WAS 
CONCERNED PAN AM WOULD PURPOSELY CUT ITS SERVICES. USDEL 
ARGUED THAT IF AEROFLOT WANTED TO INCREASE ITS FREQUEN- 
CIES IT WAS GOING TO HAVE TO PAY A PRICE, I.E., REVENUE 
POOLING ARRANGEMENT WITH 50/50 DISTRIBUTION. US SAID IT 
WAS WILLING TO CONSIDER ADJUSTMENT FACTOR IF CAPACITY 
OPERATED DIFFERED BY CERTAIN PERCENTAGE. US FINALLY 
OFFERED EQUATION UNDER WHICH 40/60 PERCENT SPLIT IN CAPA- 
CITY WOULD RESULT IN 50/50 SPLIT IN REVENUES, WITH PERCEN- 
TAGE DEDUCTIONS FOR AIRLINE WHICH FAILED TO MAINTAIN AT 
LEAST 40 PERCENT OF OPERATING CAPACITY. SOVIETS REJECT- 
ED THIS PROPOSAL AND REFUSED TO OFFER ALTERNATIVES WHICH 
COULD REALISTICALLY HAVE BEEN ACCEPTED BY USDEL OR 
APPROVED BY CAB. 

5. AT FINAL MEETING 21 MAY, ALL PROSPECTS FOR POOLING 
APPROACH APPEARED FUTILE AND STYLES SAID IT WOULD BE 
NECESSARY TO TERMINATE TALKS ON POOLING AND CONSIDER 
OTHER ALTERNATIVES. SAMARUKOV REFUSED TO STATE THAT HE 
CONSIDERED POOLING CONCEPT WAS DEAD AND, IN FACT, 
EXPRESSED HOPE THAT PAN AM REPRESENTATIVES WOULD BE 
PRESENT IN MOSCOW IN JUNE. STYLES REPLIED THAT IF SOVIETS, 
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UPON RECONSIDERATION, COULD ACCEPT US PROPOSAL ON POOL 
DISTRIBUTION, HE WOULD BE HAPPY TO BRING PAN AM EXPERTS 
TO MOSCOW BUT THAT IN ABSENCE SUCH NOTICE TO US BEFORE 
JUNE 7, US WOULD NOT BRING POOLING EXPERTS AND WOULD 
EXPECT TO DISCUSS OTHER ALTERNATIVES TO ACHIEVING BALANCE, 
AEROFLOT TICKETING PRACTICES, AND CHARTER PROBLEMS. 

6. DEPT. POUCHING DRAFT SOVIET POOLING PROPOSAL. SHOULD 
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SAMARUKOV RAISE POOLING CONCEPT, EMBASSY SHOULD REPLY 
THAT US IS PREPARED TO CONTINUE TO DISCUSS THIS MATTER 
ONLY IF SOVDEL ADVISES IT CAN ACCEPT LAST US PROPOSAL ON 
POOL DISTRIBUTION. 

7. IN ORDER LEND CREDENCE TO USDEL'S STATEMENT THAT IT 
WILL NOT INCLUDE POOLING EXPORTS ON USDEL, EMBASSY SHOULD 

IF IT HAS PASSED ON LIST OF MEMBERS OF USDEL (REF B) TO 

MINISTRY OF CIVIL AVIATION-INFORM MINISTRY THAT NAMES OF 
CARLSON AND SEAGRAVES SHOULD BE DELETED. IF IT HAS NOT 
PASSED ON LIST, EMBASSY SHOULD DO SO NOW, OMITTING THESE 
TWO NAMES. HOWEVER, SINCE PANAM WILL SEND ONE OR TWO 
REPS TO MOSCOW IN ANY EVENT, EMBASSY SHOULD CONTINUE TO 
RESERVE TWO HOTEL ROOMS FOR PANAM WITH NAMES TO BE 
PROVIDED LATER. 

8. IN VIEW OF IMPASSE OVER TICKETING AND POOLING, THE 
DEPARTMENT DECIDED THAT INTRODUCING PROBLEM OF SPECIAL 
OFFICIAL FLIGHTS (REF C) WAS NOT LIKELY TO BE PRODUCTIVE 
AT THIS STAGE. STYLES WOULD LIKE TO DISCUSS WITH THE 
EMBASSY DESIRABILITY OF RAISING IT IN JUNE AFTER HE GETS 
TO MOSCOW. SISCO 
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